O n January 1, 2014, the Centers for Medicare and Medicaid Services (CMS) Innovation Center and the state of Maryland launched the Maryland AllPayer Model, 1 under which CMS and Maryland agreed that all health care payers, including Medicare, would pay the same rates for inpatient and outpatient hospital services. This rate setting eliminated cost shifting among payers, equitably distributed the costs of uncompensated care and medical education, and limited the growth of peradmission costs. 2 It also meant, however, that Medicare paid higher rates for hospital services in Maryland than under the national payment program.
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As part of the agreement, Maryland pledged to achieve substantial cost savings and quality improvements by moving its hospital-reimbursement system away from traditional fee-for-service payments. The state established a new hospital global budget payment program in which all payers in aggregate pay hospitals a fixed annual amount for inpatient and outpatient services, adjusted for quality and irrespective of hospital utilization. The premise behind hospital global budgets is simple: providing fixed, predictable revenue allows hospitals to focus on value rather than volume and rewards them for investing in population health improvement. The Maryland model requires the state to move almost all hospital revenue into valuebased payment arrangements, such as global budgets, over a 5-year period.
The results from the first year are in, and several key findings have emerged. First, Maryland did shift away from fee-for-service hospital payments by all payers. By July 1, 2014 -earlier than required under the model -hospitals had agreed to move more than 90% of the state's aggregate hospital revenue into global budgets. The speed of that transition demonstrates hospitals' commitment to the new model and to value-based care.
Second, the initial cost results are promising. In 2013, Maryland committed to limiting annual growth of per capita hospital costs for all payers to 3.58%, the historical growth rate of the gross state product. According to hospital financial reports and claims, these costs grew by 1 Although a formal evaluation using a propensity scoring method with matched comparison hospitals and market areas is still under way, these preliminary results are promising. Maryland has taken a substantial step forward in its first year of payment and delivery-system transformation, but it must keep making progress.
Maryland will need to continue to reduce its rate of hospital admissions and per capita spending for Medicare patients, both of which are still among the highest in the country. The rate of inpatient admissions per 1000 Medicare beneficiaries has decreased throughout the United States, in part because of alternative payment models launched under the ACA. 3 Maryland has reduced its rate of inpatient admissions per 1000 beneficiaries by nearly 5% -a greater reduction than the national average. This reduction contributed to the state's positive performance in 2014. Maryland should continue to press to further reduce utilization rates.
Similarly, despite improvement over the past year, Maryland continues to perform worse than the national average in terms of Medicare all-cause readmission rates. In addition, the state's most recent patient-experience scores remain among the lowest in the country. 4 community health workers, payers, and policymakers will need to continue to address these issues through better communication with patients and families and increased care coordination and by providing care in the most appropriate setting. The terms of Maryland's agreement with CMS require the state to transition to a model that will reduce costs and improve quality over the full spectrum of carenot just hospital services -by 2019. In 2014, the state's total per capita costs of care decreased by 0.64%, almost entirely as a result of reductions in hospital expenditures. CMS has launched a number of programs that can guide efforts to promote delivery-system transformation, such as bundled-payment initiatives and patient-centered medical homes. Because of the unique nature of the all-payer rate-setting system, however, CMS has empowered Maryland to develop its own payment models. This opportunity to test all-payer reform over the full spectrum of care will not only benefit Maryland but also provide important insights for other states seeking to further accelerate delivery-system reform.
CMS is committed to working with Maryland to design and launch new all-payer payment models that connect all health care providers, hospital and nonhospital, through value-based care models that are appropriate for the state's rate-setting system. Maryland can also integrate local delivery-system reform efforts with public health activities and regional collaboration efforts to build the infrastructure to support these new approaches. The global budget program promises to catalyze such integration. Through their fixed and guaranteed budgets, hospitals can offer providers incentives such as per-member per-month payments, shared savings, or capital funding for investments in care redesign. CMS has previously described engaging multiple payers in payment models as a foundational principle in achieving deliverysystem reform. 5 Maryland is moving closer to that goal. As its all-payer model evolves, it will be important for hospitals, physicians, payers, consumer groups, and policymakers to combine their efforts to reflect a unified vision.
Both the state of Maryland and its hospitals deserve credit for these promising early results. CMS remains committed to working with Maryland and the provider community to ensure the continued success of this model. We see innovation in hospital payment as an important part of CMS's growing efforts to reform delivery systems.
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